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JOHN R. HENDRIX C_-;
"I i, _! 1

ON BEHALF OF . _, ,
If

SOUTH CAROLINA ELECTRIC & GAS COMPANY ! _ :: ;

i J

DOCKET NO. 2004-2-E _'' _._

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.

John R. Hendrix, 1426 Main Street, Columbia, South Carolina.

BY WHOM ARE YOU EMPLOYED AND IN WHAT CAPACITY?

I am Manager of Electric Pricing and Rate Administration at SCANA Services,

Inc.

DESCRIBE YOUR EDUCATIONAL BACKGROUND AND BUSINESS

EXPERIENCE,

I am a graduate of the University of South Carolina where 1 received a Bachelor

of Science Degree in Business Administration with a major in marketing. Since

joining South Carolina Electric & Gas Company in August, 1983, I have held

various positions within the Rate Department. In November, 1999, I assumed my

present position. I have participated in cost of service studies, rate development

and design, and rate evaluation programs for both the electric and gas

operations. I am a member of the Southeastern Electric Exchange Rate Section.

., ...-. , xxxxxxxxx f
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WILL YOU BRIEFLY SUMMARIZE YOUR DUTIES WITH SOUTH CAROEINA

ELECTRIC & GAS COMPANY?

I am responsible for the design and administration for the Company's electric

rates and tariffs including the electric fuel adjustment. In addition, I am

responsible for the Company's electric cost allocation studies.

MR. HENDRIX, WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS

PROCEEDING?

The purpose of my testimony is to provide the actual fuel cost data for the period

March, 2003 through February, 2004, the historical period under review in this

proceeding. I will also provide the computations for the projected fuel cost per

kilowatt-hour of sales for the period May, 2004 through April, 2005, along with the

Company's recommended fuel rate for the period ending April, 2005.

WHAT IS THE COMPANY'S CURRENTLY APPROVED RATE FOR FUEL

COST?

In Order No. 2003-295, dated May 1, 2003, the Commission approved a 1.678

cents per KWH fuel component, which is currently in effect.

WILL YOU PLEASE EXPLAIN EXHIBIT NO. .(JRH-1)?

Exhibit No. (JRH-1) shows the actual fuel cost and over/under

recovery of fuel revenue experienced by the Company for the months of March,

2003 through February, 2004, as well as the forecast for March and April, 2004.

As shown on this Exhibit, the Company has an actual under collection of
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$20,532,261 as of February, 2004. The forecasted balance at April, 2004 is an

under collection of $22,862,377.

Q, WILL YOU PLEASE EXPLAIN EXHIBIT NO, .(JRH-2)?

A. Exhibit No..(JRH-2) contains the Company's fuel cost forecast and

projected recovery calculations by month for May, 2004 through April, 2005. This

exhibit reflects the monthly and cumulative over and under projected fuel cost

collection expected by the Company using my recommendation as to maintaining

the current fuel rate. My projection shows an under recovery of $22,862,377 at

April, 2004 and an over recovery of $41,083 at April, 2005.

Q, BY WHAT PROCESS DO YOU DEVELOP YOUR FUEL FACTOR FOR

SCE&G'S RATES?

A. As Mr. Neely indicates in his testimony, we receive the output from the PROSYM

model from the Resource Planning Department. This data is loaded onto

spreadsheets along with fuel ending inventories, emission allowances,

forecasted fuel prices and information regarding operations to determine

projected fuel costs for March and April, 2004, as well as the twelve months

ending April, 2005.

Q, WILL YOU PLEASE EXPLAIN EXHIBIT NO, _(JRH-3)?

A. Exhibit No. .(JRH-3) provides the calculation of the projected fuel

component for the twelve-month period May, 2004 through April, 2005, as well as

the Company's fuel rate recommendation. For the twelve months May, 2004

through April, 2005 the base fuel cost is 1.941 cents per KWH, which includes

.069 cents per KWH for the anticipated under collection.

3



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

2O

21

22

23

Q=

A=

PLEASE EXPLAIN THE ADJUSTMENT OF $25,618,063 ON PAGE 2, LINE 12

OF EXHIBIT NO. (JRH-4)?

The adjustment referred to in my exhibit is included because of a stipulated

recommendation to the Commission by the Consumer Advocate and SCE&G for the

disposition of appeals in Dockets Nos. 2002-2-E and 2003-2-E. These cases

involved interpretation of the Fuel Clause Statute. Since 1996, the Commission

permitted the ComPany to recover, through its fuel clause, the full cost of economic

purchases of electric power as long as the amount of any such purchase was less

than the ComPany's cost of generating an equivalent amount of power, i.e. the

Company's avoided cost. In appeals of the 2002 and 2003 electric fuel cases, the

Court, has held that the statute, as then written, limited recovery through the fuel

clause to only fuel costs incurred in generating the power which was purchased.

Because the record in those cases reflected that, in existing competitive electri c

markets, fuel costs are often unascertainable, the Consumer Advocate

recommended the use of a fuel cost proxy to apply in such instances. The General

Assembly of South Carolina has now amended the Fuel Clause Statute clarifying its

intent to allow the full cost of economic power purchases through the fuel clause

using an avoided cost test; however, this still leaves the 2002 and 2003 cases to be

disposed of on remand to the Commission. It is to dispose of these two cases that

the Company and the Consumer Advocate have developed the stipulated

recommendation a copy of which I am hereby submitting, as Exhibit (JRH-7) for

Commission approval. The original has been filed with the Commission. At this

time, the Company and Consumer Advocate believe that it is in the best interests of
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all parties to settle these cases by allowing recovery through the fuel clause of 60%

of the disputed costs and deferring 40% for recovery in the Company's next rate

case adjusting base electric rates. The adjustment in my exhibit reflects the 40%

deferred costs and the removal of that cost from the fuel clause.

MR. HENDRIX, WHAT FUEL COMPONENT IS THE COMPANY PROPOSING

IN THIS PROCEEDING?

If the stipulation with the Consumer Advocate as discussed above is approved

by the Commission, the Company would propose that the fuel component be set

at 1.821 cents per KWH effective for bills rendered on and after the first billing

cycle of May, 2004 and continuing through the billing month of April, 2005.

Please see Exhibit No. (JRH-4), Exhibit No. .(JRH-5), and Exhibit

No. (JRH-6) for the calculations regarding the proposal that includes the

impact of the stipulation. If the settlement is not approved, the Company would

propose a fuel component of 1.941 cents per KWH effective for bills rendered on

and after the first billing cycle of May 2004 through the billing month of April,

2005.

DOES THIS CONCLUDE YOUR TESTIMONY?

Yes.
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Exhibit No. __ (JRH-1)
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Exhibit No. __ (JRH-2)
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Exhibit No. __ (JRH-3)

SOUTH CAROLINA ELECTRIC & GAS COMPANY

CALCULATION OF BASE FUEL COMPONENT

FORECAST

MAY 04 - APR 05

12 MONTHS

1. PROJECTED DATA:

COST OF FUEL ($000)

SYSTEM SALES (GWH)

AVERAGE COST (CENTS/KWH)

$426,857

22,803

1.872

2. (OVER)/UNDER COLLECTION ($000) THROUGH APRIL 2004

SOUTH CAROLINA RETAIL SALES (GWH)

AVERAGE COST (CENTS/KWH)

$14,781

21,293

0.069

3. BASE COST (CENTS/KWH):

PROJECTED FUEL COST

(OVER)/UNDER RECOVERY RATE

PROJECTED BASE FUEL COST

1.872

9.069

1.941

Note: Over/Under Collectionredueedbytheretailpo_ion ofUrquha_Fixed Capaeity Charge($8,081,000)per

OrderNo. 2003-38.
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Exhibit No. __ (JRH-4)
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Exhibit No. -- (JRH-5)
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Exhibit No. __ (JRH-6)

SOUTH CAROLINA ELECTRIC & GAS COMPANY

CALCULATION OF BASE FUEL COMPONENT

FORECAST

MAY 04 - APR 05

12 MONTHS

1. PROJECTED DATA:

COST OF FUEL ($000)

SYSTEM SALES (GWH)

AVERAGE COST (CENTS/KWH)

$426,857

22,803

1.872

2. (OVER)/UNDER COLLECTION ($000) THROUGH APRIL 2004

SOUTH CAROLINA RETAIL SALES (GWH)

AVERAGE COST (CENTS/KWH)

($10,837)

21,293

(0.051) "

3. BASE COST (CENTS/KWH):

PROJECTED FUEL COST

(OVER)/UNDER RECOVERY RATE

PROJECTED BASE FUEL COST

1.872

L,821

Note: Over/Under Collection reduced by the retail portion of Urquhart Fixed Capacity Charge ($8,081,000) per

Order No. 2003-38 and $25,618,063 based on the proposed stipulation with the Consumer Advocate.



Exhibi t _No .__ (JRH- 7 )

BEFORE

THE PUBLIC SER_]CE CONLMISSION 1

OF

SOUTH CAROLINA

DOCKET NUMBERS

2002-2-E

2003-2-E

IN RE: Annual Review of Base Rates for Fuel Costs )

Of South Carolina Electric & Gas Company )

)
)
)
)

- S;FIPULATION BY AND

AND BETWEEN SOUTH

CAROLINA ELECTRIC & GAS

COMPANY AND THE

CONSUMER ADVOCATE FOR

SOUTH CAROLINA

The parties to this stipulation are South Carolina Electric & Gas Company (SCE&G or

Company) and the Consumer Advocate for South Carolina (Consumer Advocate), together

referred to herein as the "parties."

WHEREAS, by its orders approving base rates for fuel costs, entered in the above-

captioned dockets (Orders Nos. 2002-347, 2002-460,2003-295,and 2003-387), the Public Service

Commission Of South Carolina (PSC or Commission), pursuant to S.C. Code Ann. Sec. 58-27-

865 (2003 Cure. Supp.), approved for recovery through the Company's fuel clause the full cost

of the Company's economic purchases of electric power, including transportation, so long as the

cost of such purchases was less than the Company's avoided cost for the generation of an

equivalent amount of power; and

WHEREAS, the Circuit Court, on appeal, has issued its orders reversing the Commission,

concluding that the language of S.C. Code Ann. See. 58-27-865 (2003 Cure. Supp.) only allows



therecoveryof thecostof fuel usedin generatingsuchpurchasedpower,not thetotal costof the

powerpurchase;andhasremandedthesecasesto theCommission;and

WHEREAS,becauseof thedifficulty often incurredin identifyingthecostof fuel

incurredin generatingpurchasedpower,for thereasonsarticulatedin therecordsin these

dockets,theConsumerAdvocaterecommendedtheuseof aproxy for suchfuel costs,whereby

60%of thecostof purchasedpower,includingtransportationcosts,wouldberecoveredthrough

thefuel clauseand40%of suchcostswouldbedeferreduntil theCompany'snextcaseadjusting

baseratesfor electricity;and

WHEREAS,sincethehearingof thesecasesby theCommissionandthereviewby Judge

Hayes,the GeneralAssemblyof SouthCarolinahasamendedS.C.CodeAnn. Sec58-27-865,

supra, clarifying its intention to allow recovery of the full cost of purchased electric power

pursuant to the avoided cost methodology referred to above.

NOW, THEREFORE, the parties hereby stipulate and recommend to the Commission,

the_following disposition of the purchased power recovery issue in Dockets 2002-2-E and 2003-

2-E, on remand from Judge Hayes:

1. The Commission, as a proxy for the cost of fuel used in the generation of electric

power, procured through economy purchases by the Company, pursuant to its avoided cost

methodology, shall allow 60% of the cost of the power purchased, including transportation, to be

recovered through the Company's fuel clause. The remaining 40% of such purchased power

costs shall be deferred and recovered in the Company's next case adjusting base electric rates.

The calculations of the 60% of the cost of purchased power to be flowed through the fuel clause

and the 40% of such costs to be deferred until the Company's next base rate case, all subject to

Commission audit, arc attached hereto and made a part hereof as Exhibit A.



2. Thepartiesbelievethattheproposedresolutionof thetemporaryconditioncreatedby

thesetwo caseson remand,thefinality of outcomeresultingfrom thisstipulation,andthe

reasonablenessof this outcomearein thebestinterestof the Companyandits customers,and,

therefore,recommendthis dispositionto theCommission.If theCommissionapprovesthe

Stipulation,thisdispositionwill concludetheissuesbetweentheCompanyandtheConsumer

Advocatein Dockets2002-2-Eand2003-2-E.ShouldtheCommissionrejecttheStipulation,it

shallbenull andvoid andtheCompanyandtheConsumerAdvocateshallbe freeto pursueany

andall legalremediesavailableto them.

Witnessoursignaturesbelowthis _ L dayof March,2004.

SOUTHCAROLINA ELECTRIC& "
GASCOMPANY

THE CONSUMER ADVOCATE FOR

SOUTH ICAROLINA
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SOUTH CAROLINA ELECTRIC & GAS COMPANY

MARCH 2001 THROUGH FEBRUARY 2003

MONTH

Mar-01

Apr-Ol

May-01
Jun-01

Jul-01

DEFERRED

REVENUE

($)
($1,022,734)

($3,120,777)

($420,581)

i$1,558,956)
($928,384)

($461,993)Aug-01

• ($117,107)Sep-01
Oct-01

Nov-01

Dec-01

Jan-02

Feb-02

Mar-02

Apr-02

May-02

Jun-02

_Jul-02

Aug-02

($1,638,385)'

($380,948)

($174,227)

($685,120)

($228,181)

($560,916)

($1,313,354)

($2,785,7951

($1,611,214

($789,585)

($535,443)

Sep-02 ($861,499)

Oct-02 ($2,212,161

jNov-02 ($608,659)

Dec-02 ($1,618,864

Jan-03 ($778,445)

Feb-03

Feb-03

Total

($714,535)
($490,197)

($25,618,063

EXHIBIT A
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